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The Economic and Psychological 
Background of Stock Turnover 


Abert S. Rice 


In spite of all that has been written and said about stock 

turnover, the yearly Harvard reports on department stores 

indicate no marked improvement. There is need for this re- 

statement of the problem of adjusting stocks to customers’ 
demand. 


Tock turnover is one of the most im- 
S portant factors in successful retail 
merchandising, both from an economic 
and a psychological viewpoint. The 
stock turn means the number of times 
that merchandise equivalent to the 
average stock on hand during a given 
period is sold and replaced during that 
period. The rate of stock turn is com- 
puted by dividing figures representing 
the stock for the period into the figures 
representing the sales for the period. 
It is an index of efficiency and indicates 
the degree of economy with which 
capital is used in merchandising. There 
are many economic advantages resulting 
from a reasonably rapid rate of stock 
turn. Capital is used more efficiently 
and smaller fixed charges are incurred; 
markdowns are decreased; sales are 
usually increased by having what cus- 
tomers are demanding; cost of handling 
and storage space is reduced; selling 
expense is usually lower; stocks are 
likely to be kept fresher and more de- 
sirable; merchandise does not have an 
opportunity to deteriorate before sale; 
the depreciation that results from rapid 
style changes and from declines in 
market prices is minimized; interest 
and insurance charges are lowered; and, 


finally, met profit is increased, all 
other factors being equal. 

When a department buyer keeps his 
stock turning and in a liquid condition, 
he is able to take advantage of market 
conditions or special offerings and also 
be open to buy new merchandise. This 
gives him the opportunity to increase 
sales and by so doing reduce expenses 
and secure a larger profit. It is par- 
ticularly important that style mer- 
chandise should turn at a rapid rate 
to avoid losses from style depreciation. 


Purchases must be regulated in ac- 
cordance with style trends so that a 
particular style can be disposed of be- 
fore the demand has ceased. A mer- 
chant must have styles that are in 
demand, but not in too large quanti- 
ties, as usually the greater the popu- 
larity, the greater is the certainty that 
the demand will wane. End sizes, ex- 
treme novelties, and odd colors must 
be stocked cautiously, as one of the 
chief causes for a slow rate of stock 
turn in many departments is the ac- 
cumulation of this kind of merchandise. 


Markdowns and Turnover 


Markdowns caused by shopworn 
merchandise or style changes are les- 
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sened by increasing the rate of turn- 
over. Slow turnover tends to keep old 
merchandise in stock for too long a 
period and is usually due to buying 
the wrong merchandise or in too large 
quantities. This not only increases 
interest charges but is likely to cause 
a large amount of soiled, damaged, and 
obsolete merchandise, thereby increas- 
ing markdowns. An analysis of mark- 
downs in an Eastern store showed that 
markdowns on merchandise in stock 
six months or less were less than 1 per 
cent of those goods; on merchandise from 
six to twelve months old 12 per cent; 
on goods twelve to eighteen months 
old 39 per cent; and on merchandise 
over eighteen months old 61 per cent. 
Heavy stocks usually require more 
advertising at the end of a season and 
higher markdowns to sell the mer- 
chandise. These factors increase costs 
and decrease profits and cause an 
economic waste. 


Errors in Seeking Fast Turnovers 


Buyers should have a knowledge of 
fundamental principles of turnover, 
as these are essential to procure the 
best results. Department managers are 
apt to make many errors in an effort to 
increase turnover, as too high a turn- 
over is often detrimental to the success 
of the department. Regardless of how 
expert a buyer may be, he will oc- 
casionally buy merchandise that sells 
slowly. Conditions are constantly 
changing and, because an element of 
judgment is involved in the selection of 
merchandise, it is inevitable that some 
merchandise will be bought that can- 
not easily be sold. Very often best- 
selling items are bought in relatively 
small quantities and slow-selling items 


The 


in relatively large quantities. 
fast-selling items will increase the turn- 
over and offset to some extent the slow 
turnover on merchandise bought in too 
large a quantity. This, however, is 
likely to cause a department being out 
of wanted merchandise when goods are 
not delivered on time, and the result 
is lost sales, resulting in a decreased 
turnover. Again, the total stock of 
the department may be too high, lead- 
ing the buyer to decide to stop all 
buying. This is generally a costly 
error and usually results in lessened 
volume and loss of customer good will 
by being out of the most wanted mer- 
chandise. 


Small Stocks and Complete 
Assortments 


Therefore, there is a growing need 
to coérdinate small stocks with com- 
plete assortments. Higher standards of 
living have created new desires and de- 
mands and, with constant changes in 
consumer buying attitude, a merchant 
must stock a large variety and assort- 
ment of merchandise to satisfy the 
needs of his customers. It is desirable 
to merchandise from the customer 
viewpoint and plan all buying on cus- 
tomer demand. This should be done 
by having stocks in proper proportion 
to sales, a relationship which may be 
termed a model stock. A model stock 
is one that is carefully planned to meet 
customer demand. It should contain 
a complete assortment of merchandise 
in quantities, styles, price lines, colors, 
and sizes proportionate to that de- 
mand. This is the ideal economic re- 
lationship and should result in a 
sufficiently rapid turnover. 
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Adjusting Stocks to Sales 

Modern merchandising requires that 
inventories be regulated in accordance 
with sales. Stocks can be more readily 
controlled than sales; therefore, esti- 
mated sales should be the basis for 
controlling stocks to secure a rapid 
turn. The volume of sales is estimated 
month by month for each department 
and the amount of stock that should be 
carried in order to secure these sales is 
estimated from the sales figures. Pur- 
chases should be regulated in accord- 
ance with these estimates to avoid 
accumulations of merchandise out of 
proportion to the estimated sales. It is 
essential that the actual results should 
be checked continually against the 
planned sales to permit readjustments 
when unforeseen conditions arise which 
might materially affect the results that 
can be secured. The figures published 
by the Harvard Bureau of Business Re- 
search afford conclusive evidence of the 
gains that are attained by retail stores 
where a rapid rate of stock turn is se- 
cured. 

Psychology of Turnover 

Customers are not likely to be wholly 
satisfied with merchandise purchased 
from merchants whose rate of stock 
turn is slow. In fact, a retailer who 
turns his stock slowly is more likely 
to give less satisfaction to his cus- 
tomers, due to the fact that his stocks 
include a larger portion of old mer- 
chandise. Customers like to see fresh 
merchandise. It arouses their interest 
and often results in sales. Customers 
do not like to trade where a large part 
of the stocks are obsolescent or shop- 
worn. Their impression is that the 
store is not a live concern or that the 
Management is not good. 


Likewise, salespeople prefer to sell 
new merchandise and new styles. When 
stocks are kept turning and new mer- 
chandise is constantly being received, 
it increases their enthusiasm, decreases 
sales resistance, and builds their con- 
fidence in the department and the store. 
Salespeople often take pride in telling 
customers that the merchandise just 
came on the floor. 


Stock turn tends to improve displays 
by making it possible to show new 
merchandise and favorably affect cus- 
tomer buying attitudes. Advertising 
will likely produce greater results, as 
the store can concentrate on the pro- 
motion of wanted merchandise which 
will be of interest to the customer and 
stimulate desire. The most effective 
advertisement, like the most effective 
display, is one that features merchan- 
dise in demand. With these favorable 
factors, a merchant is in a position to 
increase his sales volume. 


Market Operations and Turnover 

The effect on the buyer is also im- 
portant. When he can secure a reason- 
ably rapid rate of turnover, he is able 
to make more frequent purchases and 
this should keep him in closer touch 
with his market resources and enable 
him to be better informed regarding 
market conditions and price and style 
trends. Studying customer demand 
more carefully and being in closer con- 
tact with the market should assist a 
buyer to develop his ability to operate 
a department more successfully. 

Rapid stock turnover is therefore 
fundamental as it involves many eco- 
nomic and psychological factors which 
are necessary for successful merchan- 
dising. 
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Saying NO to Salesmen 


Cuarves G. TAYLor 


At the recent convention of the Merchandise Managers’ Group 
of the National Retail Dry Goods Association, the thought 
receiving most emphasis was the need of careful planning of 
merchandising operations. This article for buyers shows why 


and how such planning should be done. 


T 1s harder not to buy than it is to buy. 

A great many buyers can not say NO 
to salesmen. As a result the store or 
that particular department acts as a 
salesman’s dumping ground. The in- 
ability to say NO may simply mean 
placing a sample order, but some de- 
partments look like sample rooms with 
goods one of a kind, with no size or 
color or type or price ranges and with- 
out even a standard of quality. E.O. M. 
(end of month) clearances will find these 
departments using a good portion of the 
store’s advertising space. 

It is wiser to buy “‘in cold blood.”’ 
That does not necessarily mean that the 
buyer will not permit the seller to live; 
meaning, of course, to make a profit. 
Almost invariably the seller can well 
take care of his own interests—the 
buyer must look out for his own. He 
should never buy because of sentiment 
or custom, or because he likes the sales- 
man. Buying should be done on the 
hard-boiled *‘show-me-profit-and-quick- 
sales’’ basis. Under no circumstances is 
there room for charity business. 

Courtesy to salesmen is at all times de- 
sirable. All that call should be inter- 
viewed if possible. The buyer should 
listen closely, say little, and learn much. 
Generally speaking, salesmen may be 
looked upon as an excellent source of in- 


formation and the buyer should profit a 
great deal in his talks with them, but he 
must know which salesmen torely upon. 


Unwarranted Reasons for Buying 

Many buyers say to salesmen: ‘‘I like 
that—send me a dozen.’ These buyers 
have no place in modern merchandising. 
A buyer should purchase only what his 
customers want and what he firmly be- 
lieves they may want in the immediate 
future. No one is interested in the 
buyer's likes or dislikes. The buyer who 
knows or who can anticipate the likes of 
his clientéle is the successful one. 


There are buyers labeled by salesmen 
as easy marks. To sell a bill of goods, a 
salesman need only show an order, or 
something that looks like one, from 
R. H. Macy & Co., J. L. Hudson Co., 
or Marshall Field & Co. Pronto—and 
the buyer purchases some for his store. 
What is good enough for Macy’s, Hud- 
son's, and Marshall Field’s is good 
enough for me, he evidently reasons. No 
thought is given to his wants or con- 
dition of his stock. In his excitement in 
seeing the order from the “‘big store,”’ 
perhaps the buyer overlooks the date it 
was placed and the delivery date. The 
order he sees not only may have no 
bearing on his particular condition but 
also no bearing on present conditions. 
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THE BUYER WHO COULDN'T SAY ‘‘NO” 


There should be but one thought para- 
mount in the mind of the buyer when 
buying merchandise: Give the public 
what it wants, when it wants it, and at 
a price it is willing to pay for it. The 
quantity of the purchase should be pro- 
portionate to the customers’ demand. 


Stock Classification for Planning 


Efficient buying can only be accom- 
plished in one way. That way calls for a 
definite orderly buying and selling plan. 
A careful analysis of the department 
will bring to light the fact that the 
stock may be classified as follows: 


1. A basic merchandise stock made up 


of staples mainly that are carried, 
sold, and replenished daily. 


. Seasonal merchandise sold only 


during definite periods of the year 
but for which definite advance 
buying plans can and should be 
made. 


. Fads or fashions which may bring 


in, overnight, a demand for new 
merchandise. Naturally, no ad- 
vance planning can be made for 
this type of merchandise, except 
to always be on the lookout, and 
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be ‘open to buy"’ quantities should 
such fads ‘‘go over big."’ 

4. Merchandise purchased for major 
sales events, or even smaller events, 
planned far in advance in order to 
produce more than average daily 
sales. 

5. Merchandise purchased as a result 
of a break in price in the whole- 
sale market. 


Such a classification indicates that 
buying cannot be done on a haphazard 
basis. All guesswork must be removed. 
Buy, do not be sold. 


The buyer must learn to say NO in a 
positive, courteous manner and look for 
quicker turnover, fewer markdowns, 
smaller stock, and larger net profits. 


A PROBLEM IN OPEN-TO-BUY 


The following problem in figuring the 
open-to-buy is taken from the final 
examination given the students in the 


course in Retail Merchandising Control 


March 1o Actual stock $230,000. 

April: Planned stock 240,000. 

March Planned sales 120,000. 
Planned markdowns 

and shortages 10,000. 


Sales on March 10 are running about 20 per cent 
behind plan (assuming uniform distribution of 
sales over the month) and no markdowns have 
been taken during the month as yet; but because 
of poor sales, markdowns are going to be increased 
5° per cent for the month at once to stimulate 

usiness. In spite of this effort, however, it seems 
probable that the total month’s sales will be 10 


Solution: 


at the New York University School of 
Retailing. Merchandising executives 
and students of retailing will do well to 
attempt to solve it before reading the 
accompanying solution. 


cent behind the original plan. The buyer 

ther wishes to maintain an end-of-the-month 

stock-sales ratio of 2 (the same ratio originally 
planned). 

The planned mark-up is 40 per cent and goods 
on order amount to $50,000 at cost; 70 per cent 
for immediate delivery and 30 per cent for future 
delivery. 

(1) Find the O. T. B. for the balance of the 
month. 

(2) What methods can you suggest to increase 
the O. T. B.? 


(1) Adjusted planned sales for March $108,000 ($120,000—10% of $120,000) 


Sales March 1-10 

Planned sales for balance of month 

Planned markdowns for balance of 
month 

Total retail deductions 

Adjusted planned stock E. O. M. 

Total required stock 

Actual stock March 10 

Planned purchases at retail for bal- 
ance of month 

Planned purchases at cost 


Goods on order at cost for immediate 


delivery 
O. T. B. 


15,000 


216,000 


32,000 ($ 40,000—207% of $ 40,000) 


76,000 


($10,000+50% of $10,000) 


gI,000 
(2 X $108,000) 


307,000 
230,000 


77,000 
46,200 (60% of $77,000) 


35,000 (70% of $50,000) 


$11,200 
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Increase sales 


(2) 1. 
2. Increase markdowns 

Increase planned E. O. M. stock 

Cancel orders 

Withdraw orders for March delivery and have shipments made in April 


ws pr Ww 


or May. 





STOCK ANALYSIS FOR A 
SHOE DEPARTMENT 

The accompanying chart presents a 
method of analyzing the unit-control 
data of a shoe department so as to con- 
trol sizes and quantities carried in each 
style number. 

This chart, used in a large New York 
store, shows sales during a period and 
stock on hand at the end of the period 
by sizes and widths. A cursory study 
shows that the stock in certain sizes is 
too large in proportion to sales and in 
other cases too small. Since the de- 
partment’s unit turnover for the period 
is 1.3, the ideal relationship is to ap- 
proach this turnover on all sizes. For 
instance, in size 8B, the sales are 77; 
with a turnover of 1.3, the ideal stock 
is 77 + 1.3, or 60, while actually only 
18 pairs are on hand. It would then 
seem desirable to purchase approxi- 
mately the difference between 60 and 18 
or 42. In size 11A, however, sales are 
27 and stock 30, but 27 + 1.3 is only 21. 
It is here desirable to avoid purchasing 
more of this size until the stock is 
materially reduced. The difference be- 
tween the on-hand and ideal stock 
figures indicates in each instance the 
amount of overstock or understock. 

There is one objection to this method 
of control. It is not quite possible to ob- 
tain the same turnover in every size. In 
order to have an assortment in slow- 
selling sizes, it may be necessary to be 


content with a smaller turnover than 
the average. For instance, in size 7}A, 
18 pairs may be insufficient for a satis- 
factory assortment, while in 7$D it may 
be unnecessary to carry 96 pairs to 
satisfy all demands. Fast-selling goods 
may be reordered more often and a 
higher turnover obtained to offset slow 
turnover on end sizes. 

However, if the system is not used in 
a mechanical fashion but simply as one 
indication of when stock is too low and 
when too high, it should prove of great 
value. 

The chart may also be used to work 
out a size purchase chart. Since about 60 
pairs are required in a style, and the 
total sales for the period are 3015 pairs, 
dividing the sales in each size by about 
50 will give the proper number to order 
in each style, allowance being made for 
differences in last and type of customer 
each style appeals to. 

The chart may further be used to de- 
termine the average number of pairs 
carried in a style. There are 2342 pairs 
on hand and if these represent 78 styles, 
there are on an average 30 pairs to a 
style, but since it takes about 60 pairs 
in a style to have a satisfactory size 
assortment, the aumber of styles carried 
should evidently be reduced. Of course, 
there are always some styles in which no 
attempt is made to carry a complete 
stock assortment and some allowance 
must be made for this fact. 
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CHART SHOWING STOCK ANALYSIS FOR A | 
SHOE DEPARTMENT } 
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The Status of Advertising Typography 


STANLEY BurRNSHAW 


Here is a strong statement of the case for an advertising 
manager independent of the merchandising division. And here 
are facts regarding type faces that every advertising 
man should know. 


W JH its phenomenal rise to a place 


of major importance in the retail 
selling field, advertising has developed 
not only a school of exacting advertis- 
ing creators but a host of self-professed 
advertising critics as well. That this is 
inevitable, we know—that it is healthy, 
we need not dispute—but with one 
stipulation; i.e., that the advertising 
Critics possess a certain grounding on 
which to base their criticism. 

It appears, however, that the major- 
ity of critics in a retail store consist of 
persons in major positions who, though 
they have had no experience in creative 
advertising itself, nevertheless have as- 
sumed a certain omniscience in the 
matters of determining what is good 
and bad in a given advertisement. Per- 
haps they function under the notion 
that two heads are always better than 
one, three better than two, etc. Un- 
fortunately, this axiom does not hold in 
advertising, since it is generally agreed 
that advertising, as a form of creative 
writing, is most successful when bear- 
ing the stamp of only one personality. 


Collaborations in Advertising 
Of course, collaborations in advertis- 
ing are being successfully catried out 
every day and we would not dare to 


advocate a hands-off policy merely for 
the artistic value of the single personal- 
ity. This much is certain, however: 
that if advertising critics are to col- 
laborate by criticism and noncontradict- 
able suggestion, they must equip them- 
selves adequately. They must train 
themselves for this specialty just as for 
any other profession which requires a 
specialized apprenticeship, since collab- 
oration by persons who are only mildly 
familiar with the determining factors 
in advertisements must, obviously, 
often be irrelevant and time-wasting. It 
is, therefore, absolutely necessary that 
any one professing to be a collaborator 
completely familiarize himself with all 
of the elements that make up and de- 
termine the success of an advertisement: 
he must study copy, engraving, illustra- 
tion, layout—and another item of 
major importance, though often ne- 
glected by advertising men themselves; 


namely, typography. 

Book Types vs. Advertising Types 

Now, typography today is not as 
clearly defined a field as could be de- 
sired. There is an almost universal con- 
fusion in fundamentals, even among 
proficient practitioners, and this calls 
for some explanation. Practically all of 
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the type faces used in advertising today, 
with the exception of a handful re- 
cently designed, were originally ‘‘book 
types,"’ and as such were designed 
primarily for literature, with the ideals 
of legibility, aesthetically attractive ap- 
pearance, and uniformity of tone. So 
perfectly were these ideals realized in 
the early types, that they have never 
been superseded. However, the pur- 
poses of type-in-books and type-in-ad- 
vertising are diametrically opposite; 
and the science of arranging type on the 
page or the art of grouping type masses 
on the white background called typog- 
raphy is utterly different in these two 
fields. In books, typography aims at 
legibility, beauty, evenness; in adver- 
tising, it is first and foremost selling... 
Advertising typography requires action 
instead of passive legibility. It de- 
mands the unusual instead of merely 
the beautiful. Its purpose is not 
aesthetic pleasure, but attention-getting. 
It cannot afford to wait for the reader's 
eye to seek it out: it must arrest the 
reader's eye and must be cunning enough 
to hold it. 

This curious situation of modern ad- 
vertising typography born of literary 
parents has produced a field of confused 
currents in which book typography is 
sometimes used in advertising, and ad- 
vertising typography in books. An out- 
standing example is the new Forum 
magazine. One glance at the cover is 
enough to see that the typography is 
aiming to arrest the eye—in fact, if the 
cover was used as an advertisement in a 
newspaper, it would be marked as an 
extraordinarily successful piece of ad- 
vertising typography. A glance inside 
the Forum shows the same confusion: 
bold, crying titles, heavy contrasts, un- 


usual masses of grays, blacks, and colors 
—in fact, all of the tricks which belong 
to advertising typography...And the 
Forum, as a dignified, or less serious, 
semi-literary review would require ty- 
pography in harmony with its particular 
character. It is literature and not a 
commercial advertiser, and as such re- 
quires book typography. Thus, it is one 
particularly obvious piece of evidence of 
the typographic confusion; namely, of 
employing advertising typography 
where book typography was required. 
It would be easy to pick an instance 
where book typography was used 
where advertising typography belong- 
ed, but our purpose at this point is to 
emphasize above all the vastness of dif- 
ference between typography in advertis- 
ing and in literature and to warn against 
further misuse of one for the other. 

It is not within the province of this 
paper to offer a set of infallible rules for 
advertising typographers to follow. 
There are no other basic rules, as far as 
this writer is concerned, than the tenets 
of advertising layout, since typography 
is only a factor of layout. The purpose 
being to arrest the eye and to keep it, 
the various laws of layout; attention by 
contrast, isolation, counter-attraction, 
suggested motion, etc., are the laws of 
advertising typography. And the suc- 
cess with which an advertising typog- 
tapher arranges his types will depend 
almost entirely upon the degree to 
which he senses the spirit of the various 
types at his disposal and his ingenuity 
in arranging them to solve his par- 
ticular problem. 


Outstanding Advertising Type Faces 


Indeed, in order to understand type 
faces it is essential to sense the particu- 
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lar personality or “‘spirit’’ of the par- 
ticular type faces. It is universally ad- 
mitted that a type face, as a product of 
creative art, has a character peculiar to 
itself and communicates a particular 
mood or reaction to the beholder. It 
will be interesting at this point to con- 
sider five of the most outstanding types 
used in advertising typography today 
and to attempt to note the particular 
quality of each. There is elegance, grace 


well designed that it achieves grace, 
beauty, even smartness, when skillfully 
used. While not the chief face used in 
an advertisement, its atmospheric deco- 
rativeness is so striking that it is one 
of our invaluable advertising letters 
today. More popular than any other, 
however, is the Ultra Bodoni, an ex- 
aggeration of the Bodoni Bold letter. 
We have here another illustration of 
the difference between advertising and 


This is Nicolas Cochin Bol 


as well as restraint, in this Cochin 
Bold.! As such it is excellently suited 
to advertisements in which quality and 
style are important. Its delicate rhythms 
and tall ascenders make it particularly 
appealing to women. The Eve Bold is 


book typography, for Ultra Bodoni, 
while an excellent advertising type, is 
an atrocity in book typography, stream- 
ing, as it does, from the universally 
despised early nineteenth century 
“fat faces.’’ Ultra Bodoni is strong; 


This 1S Eve Bold ABCDEF 


more consciously a tricky, novelty 
letter and as such is splendid for use 
where freshness and originality are de- 
sired. Its clean, sharp lines and attrac- 
tive use of color make it both dignified 
and ‘‘smart.’’ Less of a fashion letter 
than the Cochin, it is more striking in 
most advertisements and usually calls 
forth from the reader a word like 
“stunning.’’ The Bernhard Cursive 
is a frankly ornamental face, but is so 


its lines are clean and straight; it has 
striking contrasts; its color is unusual— 
in its way it has all of the virtues of a 
perfect advertising face. On an ordi- 
nary newpaper page, it is harder to miss 
Ultra Bodoni than any other face; and 
this quality of conspicuousness prob- 
ably is the reason why it is used in all 
kinds of advertising, and with marked 
success. Its qualities are primarily 
those of ‘‘modernism,"’ strength, stun- 


Ci 1s SScvededd Cai DAD CY 


1Specimen-types through the courtesy of Walter 
Typographic Service, 21 W. 38th Sereet,N. Y. C. 


ning contrasts, and the unusual color 
of its masses. In almost every other 
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This is Ultra Bodo 


respect it is quite different from Kabel 
Bold which is one of the most useful 
of the faces of the renascence of 
“Gothic’’ or unserifed letters.' Ut- 
terly simple, it is refreshing with its 
angled corners and bold use of circles 
and straight lines. When skillfully 
used with generous white space, it is a 


This is Kabel 


splendid fashion letter, embodying the 
“tailored simplicity’’ which has be- 
come associated with much fashion 
advertising. And yet it has been suc- 
cessfully used for men’s articles, cigar- 
ettes, institutional advertising, etc. 
Basically it is the most ‘‘modernistic”’ 
letter we have and is enjoying, together 
with modernism, an immense vogue. 

Here then, are five outstanding 
faces — we might even say seven, for 
Ultra Bodoni closely resembles the 
Bruce Old Style; Kabel Bold is often 
mistaken for Futura. But these 
merely indicate the freshness, the dis- 
tinctive qualities which reside in only a 
few of the advertising type faces which 
the advertising typographer has at his 
disposal. They show that the field of 
advertising typography is something 
more than specifying type haphazardly; 
that it is more than skill that is re- 
quired, unless we say that it is ingenuity 
based on study and understanding of 
the type faces extant. 


Function of An Advertisement 

And yet a host of critics laugh at such 
statements and vow that the merit of a 
given advertisement is in exact ratio 


with the business it brings. This 
arises from a half-baked examination 
of the nature of an advertisement. Ac- 
tually, the function of an advertisement 
is to induce the reader to consider the 
buying opportunity which it is broad- 
casting and to paint the message in its 
most alluring colors. The merit of 


Bold ACDF 


the advertisement is in exact ratio with 
the success with which it carries out 
this function. 

There is no advertisement in the 
world which will consistently bring 
good sales results on an unattractive 
buying opportunity—and it will there- 
fore be more accurate to state that the 
sales results of an advertisement depend 
basically on the buying opportunity it 
offers—and, therefore, on- the mer- 
chandising plan behind it. Thus, 
there is no reason why the merit of 
the advertisement itself cannot beclearly 
determined beforehand, regardless of 
sales results: if it satisfactorily broad- 
casts its buying message, it must be a 
satisfactory advertisement. 


Need for Specialization in 
Advertising 

Issuing from this condition is the 
current insistence that advertising men 
pay less attention to advertising and 
more to merchandising. In an age of 
specialization, such as ours, this must 
be rather doubtful advice, for with 
the deadly competition that exists in 
the retail field today, it is probably 
more important that each part of the 
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whole selling plan function as nearly 
perfectly as possible. 

There is plenty for the advertising 
man to do in order that he present his 
merchandising messages more attrac- 
tively and convincingly than his 
competitors. It is understood that he 
must be familiar with the general 
merchandising campaign—it would be 
ridiculous to urge that he divorce him- 
self from merchandising! But it is im- 
possible for him to do his job per- 
perfectly, to keep up with new tech- 
niques which are being born daily, 
and yet become expertly grounded in 
merchandising at the same time. If 
his field is to be advertising, let him 
become an advertising expert first, and 
secondarily a jack-of-all-retail-depart- 
ments. The metropolitan dailies are 
sad enough evidence of the paucity 
of advertising experts. Perhaps it is 
because the potential experts branch off 
into related fields just as they are near- 
ing the stage of expertness! Whatever 
the reason, the fact remains that the 
possibilities of the technique of creative 
advertising are just beginning to be 
explored. How little has been done in 
layout and illustration is almost com- 
mon knowledge now. What there is 
to be done in typography is so vast a 
matter that we have not even yet 
begun to understand the possibilities. 
It can hardly, then, be wise to urge 
that we inhibit the potential adver- 
tising experts from completely devel- 
oping themselves. It is absolutely es- 
sential, if advertising is to be reduced 
to a more or less scientific quantity, 
that specialization rather than versa- 
tility be the ideal in the fields of retail 
merchandising and advertising. 


RETAIL ADVERTISING 
UNDER FIRE 

An address that has received wide 
attention and favorable comment was 
delivered in May by William Nelson 
Taft, editor of the Retail Ledger, before 
the National Association of Newspaper 
Advertising Executives. It was called 
“What is Wrong with Retail Adver- 
tising?’’ The gist of Mr. Taft's criti- 
cism is as follows: 


I. Retail advertising is not being 
read. 
(1) Because of the speed at which 
the buying public is living 
(2) Because of the competition of 
the news and other advertis- 
ing columns of the newspaper 
in which these ads appear 
(3) Because the store announce- 
ments are too stereotyped 
(4) Because of their lack of human 
interest 
II. Retail advertising is not believed. 
(1) Because of the misuse of 
superlatives and the over- 
statement of facts 
(2) Because of the insistence on 
“‘sales’’ and cut prices that 
undermine confidence in regu- 
lar goods and in the desira- 
bility of the special itself 
To restore confidence, Mr. Taft sug- 
gests the following: 
(1) Improved copy, typography, 
and illustrations to enliven 
the message and give more 
facts about the goods 
(2) Policy of understatement to 
counteract the prevalence of 
overstatement 
(3) Use of institutional adver- 
tising 
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(4) Use of rotogravure section of 
newspaper 

(5) Coéperation between news- 
paper advertising executives 
and stores advertising to carry 
out the above suggestions 


Retail Copy Dreary 

Mr. Kenneth Collins, executive vice 
president and publicity director of R. 
H. Macy & Co., Inc., New York, has 
also voiced similar criticism in recent 
public addresses. Mr. Collins finds 
retail copy dull and dreary because of— 

(1) Lack of humor, in spite of the 
fact that there is room for humor in 5- 
10 per cent of a store’s advertising. 
(The humor should not be at cus- 
tomers’ expense, but should narrate 
something that is mutually funny to 
customer and store.) 

(2) Lack of customer's point of view; 
most retail advertising screams price 
and talks technical details with no 
human interest appeal as is found in 
the news columns of the daily press. 

(G3) Lack of planning and inade- 
quate expenditures for copy, typog- 
raphy, art work, and executive talent; 
too much money is spent for space and 
not enough for what goes into the 


space bought. 


Need for Planning 

Mr. Collins recognizes the fact that 
retail advertising cannot successfully 
compete as news with human interest 
stories appearing in newspapers. There 
isno store event that can grip the public 
imagination like a sensational murder 
or an unprecedented airplane flight. 
The only way that stores can success- 
fully compete for public attention is 
by emulating the national advertisers, 
by planning advertising far in advance 


so that every possible appeal and every 
dramatic use of layout and art possi- 
bilities may be devised. Such planning 
must start with a monthly depart- 
mental budget of advertising expendi- 
tures correlated to expected sales. This 
advertising budget must further be 
broken down into classifications of 
goods in each department. Knowing 
how much to spend in advertising each 
class of goods each month, the adver- 
tising and merchandise managers can 
come together to create advertise- 
ments with a selling punch. Such 
careful planning is in decided contrast 
to the common practice of hurriedly 
dtermining at 4.30 p. m. today what to 
advertise in tomorrow's paper. 

Better copy, typography, and art 
work, gained through careful planning 
in advance, then, is the solution most 
likely to gain consumer's attention 
and belief in statements presented. 


Increased Use of Direct Mail 


There is, however, another direction 
in which efforts are being made. This is 
the greater use of direct-mail adver- 
tising. Direct-mail advertising is more 
intimate and personal than newspaper 
advertising; it conveys the impression 
of exclusiveness desired by so many 
customers today; and it allows the care- 
ful selection of the groups of people 
who are most likely to be interested in 
specific offerings. A large but exclusive 
New York store is already using direct 
mail for over 50 per cent of its adver- 
tising. Popular-priced stores, also, 
are tending to put a larger portion of 
their advertising appropriations into 
direct-mail, although for them news- 
papers will probably always remain 
the chief medium. But whether direct- 
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mail, newspaper advertising, or a 
judicious combination of the two is 
used, the great need is more careful 
planning of the advertising program 
and the advertising message well in 
advance. 





“PART-WOOL” LABELS 


The use of the term ‘‘wool”’ in ad- 
vertising and labeling garments con- 
taining only a small percentage of 
wool has brought the underwear and 
blanket industries into considerable 
disrepute. But a recent resolution 
passed at a meeting of trade associa- 
tions interested indicates that a high 
code of ethics will be adopted by the 
trade. The meeting in question was 
attended by representatives of the 
Associated Knit Underwear Manu- 
facturers of America, the National As- 
sociation of Retail Clothiers and 
Furnishers, the National Retail Dry 
Goods Association, and the National 
Better Business Bureau. 


Resolution Adopted 


The resolution unanimously adopted 
is as follows: 

“Resolved, that the word ‘wool’ 
shall not be used in any way in the 
labeling, advertising, merchandising, 
or selling of knit underwear unless the 
per cent by weight of wool contained 
in the garment is stated.” 

This resolution is to take effect 
January 1, 1931, so as to allow dealers 
to dispose of unlabeled goods. 

This action is a most necessary sup- 
plement to a rule, adopted last Novem- 
ber by the knit underwear industry and 
approved by the Federal Trade Com- 
mission, to the effect that the word 
‘““wool’’ was not to be used unless the 


wool content of underwear is distrib- 
uted throughout the body fabric. The 
new stand requires the labeling of the 
percentage of wool as well as the dis- 
tribution of wool whenever the term 
“wool” is used. 


Objection to Labeling Garments 


The big objection to any such move 
in the past has been that competition 
was thought to make it impossible. 
Fear of possible loss of trade had al- 
ways delayed progressive action. 


As an illustration of the fact that 
accurate statements do not harm busi- 
ness is the experience of the Atlas 
Underwear Company that discontinued 
the use of all part-wool tickets and 
hangers in 1926. At that time they 
made, in part, the following statement 
to the trade: 


In the past we have used these tickets, 
first, because we could honestly say that the 
garment on which they appeared was part 
wool, and second because the practice was so 
universal. This past year we have become 
convinced that the practice has become a wide- 
spread abuse. While we believe that, in the 
majority of cases, where this ticket is used, 
the statement is at least technically honest, it 
is practically dishonest. The jobber and the 
retailer who buy the garment are not de- 
ceived, but the consumer is; he buys the gar- 
ment under the impression that the percentage 
of wool in this garment is substantial, and 
thus the manufacturer who supplies these 
tickets is more or less innocent party to the 
deception. 

However, it is our policy to let each garment 
stand on its own merit and to be sold for what 
it really is and appears to be, and not for what 
some printed tag lends one to suspect it is. 


The fact that other manufacturers 
are now adopting a similar enlightened 
policy is another milestone in the 
progress of business towards ethical 
conduct. 











Accounting and Control Division 





The Minimum Control System of 
Unit Merchandising 


Fitoyp W. GoaTEs 


Unit control is in the experimental stage. The system that 
eventually becomes general must be simple and economical. 
The system herein described probably best meets these 
requirements for staple goods. 


7 1s almost impossible for a reader to 
pick up a paper or a book that deals 
with retail-merchandising problems 
that does not have something written 
about unit merchandising. The same 
is true if one goes to a merchants’ con- 
vention; a good portion of the time is 
given to this subject. 

Why all this sudden interest, and 
what is this thing called unit mer- 
chandising, or called unit control, 
stock control, merchandise control, 
item control, or piece control? They 
all refer to the same thing and all 
attempt to do the same job; namely, 
to get the right merchandise at the 
right place, in the right quantities, at 
the right price, at the right time. 

The reason merchants are showing 
so much interest on this subject is be- 
cause they are seeking better merchan- 
dising methods. Many feel that what 
they have had is entirely inadequate in 
the face of competition, and this belief 
is forcing them to get a better grip, a 
stronger control on the physical mer- 
chandise than they ever had before in 
the history of merchandising. 


Unit merchandising is a tool to help 
make profits and cut down markdowns; 
if the system doesn't do this, it is use- 
less. It is a guide to show what cus- 
tomers are buying and is a partial 
indicator of what to buy to continue 
to supply their demands. It tells what 
is selling but it does not tell what 
could be sold if the goods preferred by 
customers had been carried in stock. 
It is mecessary, then, to operate a 
want-slip system in connection with 
the analysis of stock and sales and to 
study at first hand the habits and home 
life of customers so as to anticipate 
their needs before they come to the 
store. 


Buyers’ Attitude towards Control 


It is safe to say that the average old- 
time buyer is against stock control in 
its prevalent forms for he regards it as 
an encroachment on his legitimate 
functions. But the truth of the matter 
is that a good system gives the buyer 
facts on which he may base a decision 
and relieves him of routine work so that 
he may devote more time to market 
work and sales promotion. 
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Some buyers resent the word control 
because according to Webster—it means, 
‘‘power to restrain.’’ Buyers don’t like 
to think they are tied, and therefore unit 
merchandising has a better physiological 
effect on them and is coming more into 
use. Goods are bought and sold in terms 
of units, instead of dollars. It isnowcom- 
mon to speak of buying fifty dresses at 
$10.00 per dress, but it was once said that 
$500 worth of dresses were bought. 


Prevailing Systems 

Many stores have adopted either a 
system of setting a fixed minimum 
stock for each item and reordering a 
fixed quantity every time the minimum 
is reached or of setting a fixed maximum 
stock and taking periodic inventories, 
ordering the difference between the 
amount on hand and the maximum. 
These systems have the advantage of 
avoiding running out of stock but they 
are inflexible. Fixed reorder quantities 
are maintained in spite of changes in 
rate of sale or fixed maximum quantities 
are maintained that in a few weeks may 
be too small or too large in relation to 
changing rate of sale. 

The stock-control committee of the 
Dry Goods Alliance, an association of 
twenty-two independent department 
stores, have developed a system to such 
an extent that it embodies the de- 
sirable features of several systems with 
additional improvements of their own 
to fit their particular problems. This 
system is not only economical to operate 
but overcomes the objection to the 
types of systems referred to. 


Master-List Items 
A master list of staple merchandise 
was drawn up, Classified into seven 
groups: notions, toilet goods, drugs, 


hosiery, underwear, domestics, and 
men’s furnishings. There are a total of 
over 600 different items. Lists of these 
items were then sent to the stores in 
the group, each listing the amount of 
stock on hand of each item and the 
quantity that each department buyer 
felt should be available (on hand and 
on order) to have a model stock. 

With this information, the New York 
office was able to introduce the follow- 
ing system: All master-list items were 
to be ordered by the stores through the 
New York office that carries a stock of 
a great many of these and places orders 
for others with venders who are able 
to make prompt shipments. The New 
York office sets a low or minimum 
quantity for each of these master-list 
items, and whenever this low point is 
reached the store sends the office a 
ticket indicating the amount on hand 
and the number of days it took for the 
store to sell down to this “‘low.”’ 
With this information, the office com- 
putes a new minimum quantity and the 
proper reorder quantity, shipping this 
proper quantity to the store. 


Setting the Minimum 


The system is devised to avoid ever 
running out of master-list items and 
yet to maintain a minimum stock on 
hand. The first problem is to determine 
how low an item may be allowed to 
get before a reorder is placed. The two 
factors determining this are (1) the 
rate of sale and (2) the normal time 
required for delivery. If it takes a week 
to get reorder on an item and 6 are sold 
a week, it would not be safe to let the 
stock get down to one week's supply 
or 6 pieces before reordering, because 
even a slight increase in the rate of sale 
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would lead to an “‘out’’ condition be- 
fore the reorder could arrive. 

Years of experience and close obser- 
vation have shown that a one-week 
delivery item may be considered ‘‘low"’ 
when down to a two-weeks’ supply, a 
two weeks’ delivery item when sold 
down to a three and one-half weeks’ 
supply, a three weeks’ delivery item 
when sold down to a four and one-half 
weeks’ supply, and so on. If 6 are sold 
a week, a reorder should be placed when 
the ‘‘low’’ stock gets down to 12, if it 
takes one week to get a reorder. If it 
takes 2 weeks, ‘‘low’’ should be 21. 


Setting the Reorder Quantity 

The second problem is to determine 
how many to reorder when this minimum 
is reached. The simplest and therefore 
perhaps the best plan is to reorder the 
difference between the amount on hand 
and twice the minimum. In the above 
example for one-week delivery, with a 
rate of sale of 6 a week, a ‘‘low”’ of 12 
is set but there may be actually on hand 
10. Twice the minimum is 24. 24—10 
= 14, the amount to reorder (the amount 
the New York office ships the store). 
Thus, whenever the stock gets down to 
the new minimum, 12, it will indicate 
that the same amount, 12, has been 
sold in the intervening period. The 
maximum stock is always 2 times the 
new planned “‘low.”’ 


Operation of System 

The operation of such a control is 
made possible by marking every item to 
be controlled with a controij ‘“‘ticket"’ 
which is placed in view next to or in 
front of that item, wherever it is kept— 
a ticket on which is given sufficient 
information to show what to do and 
when to do it. This ticket may be used 


in either forward or reserve stock and 
in the stores of the Dry Goods Alliance 
is used largely in forward stock. 

What is the required information? 
First, the date the ticket was made; 
second, the planned low quantity or 
number of pieces; third, the normal 
period required for a delivery of a re- 
order. The signal for the sales clerk to 
report the item as “‘low’’ is when the 
merchandise has sold down to the low 
quantity as shown on the ticket. The 
New York office sends these tickets to 
each store along with reorders and all 
the salespeople or heads of stock have 
to do is to note whenever the low 
quantity specified is reached and to 
then send the ticket back to the New 
York office. This is done by attaching 
the ticket to a clerk’s daily low stock 
card that the store mails daily to New 
York, after the buyer has looked it over. 


Example 


Suppose that one of the tickets is 
dated June 1 and the item is a two- 
weeks-delivery item, and on June 29 is 
reported as having sold down to the 
planned low quantity, which was 18 
pieces. 

When the person controlling or super- 
vising the process sees the planned low 
quantity is 18, and if there are 18 on 
hand, he knows that 18 have been sold 
in the 28-day interval. But should the 
sales clerk report only 16 on hand (due 
to selling 2 over the minimum through 
carelessness or the sale of a number of 
items to ome customer), it indicates 
that 20 pieces have been sold (18x2— 
16). 

If it has taken 28 days or 4 weeks to 
sell 20 pieces, sales have been at the 
rate of 5 a week. Since it takes 2 weeks 
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for delivery, the new minimum should 
be 33.5 or 174 (18 the same as before) 
and the new maximum should be twice 
this or 35. Since 16 pieces are in stock, 
the difference between 35 and 16, or 19 
should be ordered or shipped to the 
store by the New York office. 


Now suppose the sales speed changes 
and ‘‘low’’ is again reported by the 
salesclerk on July 13. If the ‘‘on hand’ 
is then 18, 18 have been sold in 14 days 
or 2 weeks and sales are now at the rate 
of 9 a week. The new minimum set, 
then, is 33 Xg or 313 (32) and the new 
maximum twice the minimum, or 63. 
Since 18 are on hand, the reorder 
quantity is 63—18 or 45. 

It should be noted that a new control 
ticket is made out for each item of con- 
trolled merchandise each time a “‘low”’ 
is reached and a reorder sent. Thus new 
minimum and maximum stocks are set every 
time a previous minimum quantity is 
reached. This is the chief advantage 
over other control systems that attempt 
to revise model stocks only a few times 
a year. This system continuously ad- 
justs stocks to rate of sale. Care should 
be taken to avoid having a buyer at- 
tempt to improve on the system by re- 
vising the low quantity after it has been 
automatically set by the actual rate 
of sale. Whenever he tampers with the 
system, he is replacing facts with guess- 
work and is taking a risk of being out of 
stock before a reorder arrives or of hav- 
ing an unnecessary large reorder shipped. 


Exceptions to System 


There are, however, exceptions to the 
automatic aspect of this control. First, 
in the case of items recently featured at 
a reduced price and sold temporarily at 
an unusually rapid rate, the buyer of 


each department marks the letter, A, 
on the tickets. The control operator 
then sets the new minimum and reorders 
quantities on the basis of normal sales 
rather than actual, abnormal sales. 

Second, in case a buyer plans a spe- 
cial promotion, he marks Bon the ticket 
when “‘low”’ is reached, also the num- 
ber of extra pieces he plans to sell. This 
extra quantity is then ordered or shipped 
in addition to normal requirements. 

Third, in the case of a highly seasonal 
item near the beginning and early in the 
season, the letter C is placed on tickets, 
indicating that the new low and re- 
order quantities should be planned on 
the basis of a more rapid rate of sale 
than the actual rate to date. 

Fourth, in the case of a seasonal item 
towards the end of a season, the letter 
D is placed on tickets indicating that 
new low and reorder quantities should 
be less than the current rate of sale 
would call for. 

Fifth, in case a buyer wishes to dis- 
continue an item, the symbol “‘dis’’ 
written on the ticket informs the oper- 
ator to order no more. 

These five exceptions to the general 
rule do not exceed more than 10 per 
cent of the total reorders. 


Slow-Selling Merchandise 


The system also provides for distinc- 
tion between old and new merchandise. 
Every three months, different colored 
tickets are used, so that items that have 
not reached ‘‘low’’ in something over 
three months are conspicuous by the 
color of their tickets and action may be 
taken to clean out this stock. Such a 
contingency of stock remaining on hand 
three months can only arise when the 
system is first introduced and the stock 
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has not yet been adjusted down to the 
sale rate or when the rate of sale sud- 
denly drops off after a reorder has been 
made on the basis of a much higher rate. 

A system such as that described above 
avoids the formal taking of rotated 
physical inventories on the tickler plan 
and it continually adjusts stock to sales. 
Salesclerks or heads of stock turn in 
tickets attached to each lot of goods 
when low figures, clearly appearing on 
each ticket, are reached. An intelligent 
person in each store or in the central 
office can do all the figuring of new low 
and reorder quantities, making adjust- 
ments for exceptional conditions. 

No system is 100 per cent perfect yet, 
but this system has been found the most 
practical of a great many systems in- 
vestigated for the control of staple 
stocks in medium-sized stores. 


MERCHANDISING STATISTICS 


Merchants have long realized the 
value of exchanging figures by depart- 
ments on initial mark-up, markdown, 
gross margin, turnover, and expense, 
but, except for the confidential figures 
of small groups of associated stores, 
little has been available in the way of 
comparison. It is true that the Harvard 
Bureau of Business Research has been 
compiling such statistics for the store 
as a whole for nearly ten years, but since 
merchandising operations are based on 
department records, the store figures 
were of limited value. 

The Controllers’ Congress of the 
National Retail Dry Goods Associa- 
tion, however, is now filling this urgent 
need. They are making available de- 
partmental standards for stores of all 
sizes, so that each department manager 
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may have an outside guide to supple- 
ment his internal record of operation. 

The first such departmental report 
was issued in 1927, giving the averages 
for 1926 of each of 57 departments. The 
following information was furnished 
for stores with sales under $1,000,000, 
$1,000,000 to $2,000,000, $2,000,000 to 
$5,000,000 and over $5,000,000: turn- 
over, initial mark-up, markdowns, 
shortages, gross margin, and adminis- 
trative, occupancy, publicity, buying, 
selling, and total expense. Similar 
figures were compiled for 1927. 


The 1928 Report 


The 1928 reports are now being com- 
piled and will be ready for distribution 
to member stores during July. Over 
200 stores have submitted data, making 
the report representative. A number of 
refinements and additions have been 
made to the previous figures. Stores 
are being grouped according to depart- 
ment, specialty, and furniture stores, 
as well as by size. Rather than merely 
giving the average turnover, gross 
margin, and so forth, for the stores in 
any size group, three figures will be 
given: the significant high, medium, and 
significant low. Furthermore, rather than 
having merely one classification for 
stores over $5,000,000 volume, there 
will be two classifications: stores $5,- 
000,000 to $10,000,000 and over $10,- 
000,000. The classifications for smaller 
stores are unchanged. 

In addition to the statistics pre- 
viously included, the questionnaire for 
1928 calls for percentages of workroom 
net costs and cash discounts, percent- 
ages of increase or decrease in both sales 
and stocks of each department to 
total store sales and stocks, percentages 
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of returns from customers, sales per 
square foot of selling space, and per- 
centage of stock in each department 
under 6 months old, 6 months to 12 
months old, 12 months to 18 months 
old, and over 18 months old. There are 
also some refinements in the expense 
classification, selling expenses being 
divided into selling salaries, delivery 
expense, and other expense, and public- 
ity and occupancy expenses being 
divided to give newspaper cost and 
tenancy costs, respectively. 


Sample Figures 
Some of the 1928 average figures for the 
furniture department are herein presented 
as anexample of the nature of the report: 


Initial mark-up...... 41.1% of sales 
Markdowns........ as 
Shortages.......... pe 
Workroom costs..... 2.4% " 
Cash discounts...... — 
Gross margin.......34.0% "  "’ 


Geeeetm.......... 2.4 times a year 
Sales % to last year.. 97% of 1927 
Stock % to last year. 100% of 1927 
Per cent of total store 
4.9% of sales 
Percentage of total 

store stock....... 7.8% of stock 
eer err rr ire 10.3 % of sales 

Here is surely a wealth of information 
by selling departments that will be 
available toevery department, specialty, 
or furniture store that is willing to pay 
the small fee to join the Controllers’ 
Congress and to contribute its figures. 
These reports should be of great value 
to every buyer and merchandise man- 
ager in pointing out weak spots in his 
merchandising operations. The ex- 
pense figures, however, except for news- 
paper costs and selling salaries, will not 


be of as much assistance as the mer 
chandising statistics due to innumerable 
variations in methods of prorating in- 
direct expenses. 


Other Reports 


In addition to these annual depart- 
ment reports, the Controllers’ Congress 
issues three other types of merchandise 
statistics: (1) a flash report submitted 
early in January each year, giving, by 
the 12 Federal Reserve districts the in- 
crease or decrease in total sales over the 
previous year— also forecasts for the 
new year. About 250 stores contribute 
to the reports. These figures vary to 
some extent from the Federal Reserve 
figures based on a larger number of 
stores but perhaps not including as 
many of the Jarge stores as does the 
Controllers’ Congress report. (2) An 
annual report by departments on the in- 
crease or decrease in sales over 1924, 
made later in each year. This gives 
the trend by each department for the 
country as a whole. (3) A report of 
sales-advertising ratios, giving by de- 
partments the percentage of monthly 
sales to total year’s sales and the 
percentage of monthly advertising 
costs for each department to the total 
year's advertising appropriation for 
each department. 

There is still another merchandising 
report that the Controllers’ Congress 
hopes to issue before long; this is a 
monthly report by departments of sales 
and stock increase or decrease over the 
previous year, initial mark-up, mark- 
downs, maintained margin, stock-sales 
ratio and turnover, selling salaries, and 
advertising costs for the year to date. 
About 27 stores, comprising three re- 
search groups organized by the Con- 
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trollers’ Congress, are already exchang- 
ing these monthly figures. These stores 
are Classified by district, size, and type, 
so that a store in the Boston district, 
for instance, with a sales volume of 
about $4,000,000 and catering to a 
medium class of trade need compare its 
figures only with other stores falling 
into the same classifications. Since 
markdowns and _stock-sales_ ratios, 
particularly, must vary by months, and 
since current figures of operation are 
more useful than merely the totals for a 
previous year, these monthly figures 
give valuable and up-to-date informa- 
tion that the yearly ones cannot supply. 
The University of Michigan is making 
a similar monthly study for 23 smaller 
Michigan department stores. The re- 
sults for each month appear a month 
and a half later in the Dry Goods Econom- 
ist. It is to be hoped that the stores 
that are now using yearly figures may 
soon be induced to make monthly re- 
ports, for it is studies such as these 
that are putting merchandising on a 
scientific basis. 





OPERATING EXPENSES AND 
PROFITS FOR 1928 


The annual report on operating ex- 
penses in department and departmental- 
ized specialty stores, prepared by the 
Harvard Bureau of Business Research 
and financed by the National Retail 
Dry Goods Association, has been pub- 
lished earlier than usual this year. The 
showing is discouraging to department 
stores and, to a less extent, to larger 
specialty stores. Expenses have been 
increasing and although there has been 
some increase in gross margin it has 
been insufficient to avoid a declining 


met profit percentage—s1 per cent of 
the reporting stores under one million 
dollars and 30 per cent of the stores over 
one million dollars showed a net loss. 
The following tables give the salient 
facts. 


Comparative Expenses, Gross Margin 
and Net Profit 


Department Stores with Net Sales over $1,000,000 


1924 1925 1926 1927 1928 


Number of Firms... 168 183 163 180 162 
Gross Margin... ....32.1% 32.2% 32.6% 33.1% = 33.2% 
Total Expense... . ..30.1 29.9 30.3 31.4 31.7 
a 4.3 2.3 ‘7 1.5 


Department Stores with Net Sales less than $1,000,000 


1924 1925 1926 1927 1928 
Number of Firms.. .. 399 398 284 328 251 
Gross Margin... ....28.5% 28.6% 28.9% 19.7% 19.6% 
Total Expense... . 28.2 28.1 28.7 29.5 29.8 
Net PraGt............ 0.3 0.§ 0.2 0.2 *o.2 
*Shows loss. 


Specialty Stores with Net Sales over $1,000,000 


1925 1926 1927 1928 
Number of Firms......... . 20 19 31 28 
Genes BMargia........2.... 34-72% 35-4% 348% 35.3% 
Total Expense.............-.33.0 32.1 31.3 32.3 
| ee errr 3-3 3-5 3.0 


Specialty Stores with Net Sales lass than $1,000,000 


1925 1926 1927 1928 
Number of Firms............ 33 31 36 36 
Gross Margin........ : 31.97% 33-47% 32.4% 32.8% 
Total Expense. ..... as 31.7 32.2 31.9 
ee re 1.7 0.2 0.9 


The better profit showings were made 
by those groups of stores that had the 
larger volumes, that showed the large 
sales increase, and that had the faster 
stock turn. The higher turnover was ac- 
companied by—if not the cause of—a 
smaller expense percentage. 


Department Stores with Net Sales Less than $1,000,000 


Rate of Stock Turn 
(times a year) 


Less than = 2-2.9 += 3: times 

2 times times and over 
Number of Firms..... 65 109 76 
Gross Margin ..2+:29.7% 30.0% 219.0% 
Total Expense. ... 31.0 30.3 28.0 


Net Profit.......... PES 70-35% 1.0% 


*Shows loss. 
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Department Stores with Net Sales Over $1,000,000 
Rate of Stock Turn 


(times a year) 


Less than = 3-3.9 = times 
3 times times and over 
Number of Firms...... 31 60 71 
Gross Margin........33.3% 32.6% 33.6% 
Total Expense........ 32.6 31.8 31.2 
Net Profit............ 0.7% 0.8% 2.4% 


Chain-Store Figures 


For the first time in the studies made 
by the Bureau, a separate comparison 
was made between the operating re- 
sults of individually operated depart- 
ment stores with net sales over $1,000,- 
ooo and the results obtained by firms op- 
erating chains of department stores. 

Although the members of chain or- 
ganizations showed a higher common 
figure for gross margin than did the 
individually operated stores, the latter 
obtained a relatively more favorable 
net profit through having total expense 
somewhat lower than that of the chain- 
store group. While this comparison 
must, of course, be recognized as merely 
an initial step and any conclusions 
drawn from it can be of a tentative 
nature only, it does appear to reflect 
some of the difficulties to be overcome 
in welding a group of department 
stores into an economically operated 
chain system. 


The facts that expense increase was 
the cause of poor profits and that fast 
stock turn and sales increase, where they 
occurred, kept down the expense per- 
centage indicate that the great needs 
today are merchandise and expense con- 
trol. More careful planning of stocks 
will increase turnover and probably 
sales. As for expense, those that have 
shown particular increase over a period 
of years are salaries and wages for both 
large and small department stores and 


rentals for small department stores. It 
would seem that a system of personnel 
audit or salary review is essential if 
the payroll expense is to be controlled. 
As for rental percentage, increased sales 
offer the best chance to bring about a 
reduction in the short run. 





REASONS FOR MARKDOWNS 

The Bureau of Business Research of 
Ohio State University has been collect- 
ing data on causes for markdowns from 
eleven Ohio department stores. 

The first six months of the investiga- 
tion was completed for the period end- 
ing March 1. Of total markdowns taken 
of $1,780,208.90, the following causes 
were determined in the percentages 
indicated: 





Per cent of 
Causes total markdowns 

Special Sales 36.1 
Broken Assortments 35.0 
No reason given 9-5 
Wrong styles or patterns 6.0 
*Price adjustments 5.8 
Wrong quantities 22. 
Wrong colors 2.1 
Wrong fabrics or quality 1.4 
Wrong sizes 0.6 
Allowances to customers 0.5 
Promotional remainders 0.4 
Stock shortages 0.3 
Policy allowances 0.1 
100.0 


*To meet competitor's prices, to consolidate 
price lines, and to adjust to lower cost levels. 

Special sales have long been ques- 
tioned as a desirable means of sales pro- 
motion. Here is added ammunition for 
the exponents of day-by-day merchan- 
dising of regular goods. 
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The Case Method in Teaching Personnel 
Management 


IsaBeL B. WINGATE 


The case method is now firmly established as a desirable 
method of teaching, both in stores and in the school classroom. 
The experience with this method discussed below should prove 
of value to personnel managers and teachers of management. 


NUMBER Of years ago, the Harvard 

School of Business Administration 
adopted the case method in teaching 
students business methods and later the 
same method was applied to the teach- 
ing of retailing. Likewise, the New 
York University School of Retailing 
has found the case method fruitful es- 
pecially in the teaching of personnel 
management as applied to retailing. 

Actual cases are obtained by the in- 
structor from training and personnel 
directors in New York metropolitan 
stores. The cases represent current 
problems confronting these executives, 
cases which are partially or entirely 
unsolved. The instructor uses these 
situations both as a basis for class dis- 
cussions and written examinations. 

The following three current cases 
were taken from three different stores 
and are representative of the type used. 
The conclusions were written by the 
students. 


Case 1 
In a large popular-priced store there 
is a rule that all section managers shall 
meet with the service superintendent 
every other Wednesday from 8.45-9.15 
a.m. At these meetings there has been 
no definite program followed. The 


to his 


service superintendent talks 
group about whatever happens to 
come into his mind. In some cases these 
meetings are more or less of a farce. 
As training director, you are to make 
out a skeleton plan of topics which may 
be taken up by the service superintend- 
ent at his section managers’ meetings. 


Conclusion 

The service superintendents’ meetings 
can be made much more interesting if 
they are varied. At the beginning of the 
meeting, ten minutes shall be spent in 
answering questions of problems that 
have come up. Some stores do this in 
the following manner: 

(1) Section managers hand any prob- 
lems that have bothered them to the 
floor superintendent two days before 
the meeting. These problems are read 
by the service superintendent, classified, 
and answered. 

(2) There may be changes in rules or 
some errors in rulings that must be 
corrected. Usually, five minutes will 
take care of this. 

(3) Then the remaining fifteen min- 
utes may be used in discussing some 
problem of interest to all section man- 
agers. The service superintendent may 
carry on this part of the meeting either 
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by the case-discussion method or the 
lecture method. The following points 
may be discussed at different meetings: 


(a) Supervision of salesforce 

Emphasize importance of being on the job 
and state duties to be performed (section 
ae may have forgotten some of their 
initial training) 

Talk on morale 

(b) Talk on rudiments of psychology with appli- 
cation to store conduct and judging people 

Knowledge of how to handle certain types 

Departmental! discipline 

(c) Duties in rating salespeople for salary raise 
and suggestions for fairly judging personal 
qualities of salespeople rated 

(d) Problem of adjustments 

Adjustments that should be referred to a 
central bureau 

Means of cutting down adjustments (service 
campaign) 

Need for a complete and accurate answer to 
complaints from bureau of adjustments 

Credit adjustments 

(e) Problem of broken promises 

Importance of having salesclerks fill orders 
immediately while merchandise is in stock. 

Review of special order books with head of 
stock and the system of drawing checks to 
send out goods on promised date 

Necessity for calling “‘special’’ desk before 
delivering anything on the same date as 
that of purchase 

Rectifying broken promises on special orders 

(f) Problem of packing and wrapping 

Importance of properly placing merchandise 
in bags and sending it promptly to the 
delivery 

Follow-up on package collection 

Inspection of merchandise checker’s desk for 
merchandise left by checker at end of day 
(must be done at least once a week) 

Check on supplies and obtaining daily tube 
and carrier's report from merchandise 
checker’s desk 

(g) Problem of delivery 

Close check on wrong addresses 

Check up on proper fllin out of saleschecks 
and proper signatures of section manager or 
floor superintendent whenever necessary 

Discussion of ‘Order Back"’ system 

Discussion of ‘‘Over Goods’’ system 

(h) Salescheck problem in relation to controller's 
office 

Practice of checking saleschecks of at least 
one clerk each night to see they are properly 
filled out 

Practice of checking clerks’ tallys 

G) Problem of mail order 

Prompt delivery of mail orders to clerk and 
prompt filling of orders 

Quick collection of filled order 

() Talk on health 


(k) The training director should plan small group 
meetings monthly for the section managers 
at which a talk on style and information 
concerning merchandise in their own de- 
partments would be given by a member of 
the training department and buyer. For in- 
stance, section managers are bombarded 
with questions in the ready-to-wear section 
and the majority know nothing of con- 
struction of textiles, washability of goods, 
etc. If the customer is to gain confidence in 
the store, such knowledge is necessary. 


Case 2 

A Fifth Avenue department store has 
had a sponsor system in operation for 
one and one-half years. In some de- 
partments the head of stock acts as 
sponsor; in other departments the most 
efficient salesperson is the sponsor. A 
sponsor is paid $1 for every new em- 
ployee he introduces into his depart- 
ment and the sales of the new person go 
to the sponsor for the first three days of 
employment. Furthermore, when the 
system was begun, the management 
tried to have the sponsors realize that 
they were people picked for promotion. 
From time to time, the employment 
manager gives “‘pep’’ talks to the 
sponsors. But the heads of stock, 
acting as sponsors, are shirking their 
duties and only a few salespeople find 
the $1 plus the new person's sales a 
sufficient incentive to do a good job. 

The new training director has dis- 
covered the weaknesses in the system 
and has pointed them out to her 
superior who wishes to retain a sponsor 
plan. How is she to reorganize the 
present system to make it more effec- 
tive? 
Conclusion 

Most stores have found it unwise to 
appoint a head of stock as sponsor for 
the following reasons: First, main in- 
terest is in his stock duties—he is more 
interested in the merchandising end 
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of the work and will not do both 

sponsorship and stock duties well. 

Secondly, he does not think of the 

sponsorship as a promotion but as an 

extra duty. 
Instead of choosing a head of stock 
as sponsor, the most efficient salesperson 
may be selected upon consultation of his 
personnel and production ratings. Such 
a position should be recognized as a 
promotion step towards head of stock. 
A small increase in salary should ac- 
company the new title plus one dollar 
for each person trained, plus the receipt 
of the new clerk's sales for the first 
three days. 
The solution to this problem lies in 
the following considerations: 
(1) Selecting the right sort of people— 
energetic, ambitious salespeople of 
the executive type interested in 
getting ahead and also able to get 
along with people. 
(2) Giving sponsors a course of training 
so they may understand their duties 
and realize the importance of them. 
An analysis of sponsor's duties may 
be made by the training director in 
collaboration with the heads of the 
departments and the sponsors them- 
selves. The duties should be broken 
down into main divisions for train- 
ing purposes and the sponsors 
called off the floor (centralized 
training) and given a course of 
instruction on 
(a) Preliminary duties 
(b) Duties to perform when first 
receiving new salesperson 

(c) Teaching of stock 

(d) Teaching of salesmanship 

(e) Supervision of sales, system, 
and stock work 


(f) Final report 


(3) Making the promotion mean some- 
thing more than one dollar per 
head trained. Authority and a 
little prestige make a sponsor proud 
of his job. 

Case 3 
A report has just come to the training 
department that Miss Selma Berkowitz 
has a cash register shortage of $10. 

Miss Berkowitz is saleswoman in the 

silk yard-goods department and has 

been with the store two years. Recent 
shopping reports give her good ratings 

On appearance, interest in customers’ 

wants, pleasant manner, and knowl- 

edge of the merchandise. The head of 
stock says Miss Berkowitz is willing 
and obliging. Her average selling cost 

is 2.2 percent, but she has made 57 

cash-register errors since January 1, 1929. 

How should the training department 
attempt to deal with this problem? 


Conclusion 

The training department will assume 
the place of investigator, assembling 
all records about Miss Berkowitz. As 
she has many qualities which make for 
success as a Salesperson, the store 
should, if possible, keep her. 

She has made 57 cash-register errors 
this year—the last was a shortage of 
$10. What have those other errors 
been? Was anything done to correct 
them at the time or as they accumu- 
lated? Are errors presented to the 
sales person by the section manager 
daily— or in a lump sum after the sales- 
person has forgotten them or has made 
more errors? Are the errors due to lack 
of mathematical ability, to carelessness, 
to nervousness, or some other cause? 

With this information in hand before 
the training representative interviews 
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Miss Berkowitz, she should consult her 
file—to see if any other salespeople have 
similar difficulties with cash-register op- 
eration. If they have, after talking with 
each one, she may have a “‘review class” 
for the group, going over the system 
for them largely as a matter of form. 

If the other members of the class 
comprehend the method of operation 
and decrease their errors, then Miss 
Berkowitz may be called to the training 
department. A personal interview fol- 
lows in which the training representa- 
tive compliments the salesperson on her 
selling ability—and tries to find out 
whether she seems to have any problems 
on which she would like help. If she 
does not recognize her error problem, 
then the training representative may 
tell her that in checking her record 
just one source of error has been found, 
one which might be overcome. A 
suggestion may be made for her to have 
a series of cash-register discussions 
with the person in the training depart- 
ment in charge of cash-register instruc- 
tion. This salesperson may be appealed 
to by showing the costliness of errors 
and how she may cut down her selling 
cost still further, thus putting her in 
line for a raise. 

Following the routine instruction, 
cases should be given Miss Berkowitz 
that will give her several half hours of 
practice under supervision. Stress should 
be placed on change making, emphasiz- 
ing points on which she makes suc- 
cessive errors. 

If a follow-up of this training shows 
no apparent decrease in errors, she may 
be transferred to a department where 
cash registers are not used. 

The training department will assume 
the place of investigator, assembling 


all records about Miss Berkowitz. As 
she has a good appearance, takes in- 
terest in her customer, knows her 
merchandise, is pleasant, willing and 
obliging, has an extremely low selling 
cost, every effort should be made to 
overcome this one difficulty. 


Requisites for Use of Case Method 

In order to come to practical con- 
clusions on cases, the students should 
have had at least one summer's work 
in a store or its equivalent. Their store 
work should be combined with sufh- 
cient class lectures and readings to 
form a working basis for intelligent 
discussion. 

The instructor found training and 
personnel directors especially coépera- 
tive and willing to give problems. As 
for the students, they are more en- 
thusiastic over current, unsolved prob- 
lems than they are over those found in 
books. Furthermore, they feel they 
are trying to come to some practical 
conclusions which the store may actu- 
ally use, for executives usually ask the 
instructor to send the best conclusions 
to them. Executives feel limited in 
discussing many of their problems with 
other members of their staff, but would 
like the fresh, unbiased point of view 
of an outsider (the name of store is not 
stated in giving a case). Hence, the 
student and store come in closer contact 
through the case method. 


MARSHALL FIELD AND MACY 
EXPAND 


Marshall Field and Company and 
R. H. Macy & Co., Inc., the two largest 
department stores in the United States, 
have announced important acquisitions 
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of new stores and may be planning fur- 
ther expansion into the chain-store field. 

On June 14 Marshall Field & Com- 
pany announced the purchase of Fred- 
erick & Nelson, Inc., of Seattle, Wash- 
ington. Marshall Field had already 
established suburban branches in Oak 
Park, Evanston, and River Forest, and 
had purchased the old Rothschild store, 
operating it under the name of the 
Davis Company, but this is the first 
acquisition of a retail store outside the 
Chicago district. 

Two reasons are advanced for the 
move by market experts: 

(1) That the company needs larger 
and more dependable outlets for 
its large wholesale and manu- 
facturing subsidiaries 

(2) That chain-store competition is 
forcing such expansion if Mar- 
shall Field is to maintain sales 
volume and its present prestige. 

The former reason is probably the 
more important. 

Many view the new acquisition as 
the first step in a great chain on the 
order of the Hahn Department Stores. 
The fact that Marshall Field is opening 
a national advertising campaign in ten 
leading cities lends color to this con- 
tention. 

The Marshall Field wholesale and main 
store retail business is estimated at $go 
to $100 million, the Davis Company 
business at $20 to $22 million, and 
Frederick & Nelson at $12 million, 
giving a total volume of perhaps $125 
million. 

Macy Buys the Bamberger Store 


Two weeks after this public notice 
R. H. Macy & Co., Inc., announced the 
purchase of L. Bamberger & Co., of 
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Newark, one of the largest and most 
profitable department stores in the 
country. Bamberger’s sales volume in 
1928 was $35,001,214 and Macy’s 
$90,251,396, giving a combined volume 
of over $125 million, but in addition 
Macy controls two other smaller stores, 
La Salle & Koch of Toledo, Ohio, 
and Davison, Paxon Co., of Atlanta, 
Georgia. The Macy chain, then, repre- 
sents a combined volume not far from 
the $140-million mark. 

Macy had a net profit in 1928 of 8.4 
per cent of sales and Bamberger of 6.4 
per cent. 

Mr. Felix Fuld, the vice president 
and one of the founders of L. Bamberger 
& Co., died a few months ago and some 
reorganization followed. 


CHAIN-STORE GROWTH 


The record growth of chain stores 
during the past three years is shown in 
the 1929 edition of Chain Store Statistics 
prepared by Merrill, Lynch & Company, 
investment bankers: 


s1 Chain-Store Companies 


1928 
Stores operated....... $ 55,228 
ES ee 2,903,981, 100 
eer er 172,943,800 

1927 
Stores operated....... $ 49,899 
eee 2,576,465 ,900 
Ts 155,629,000 

1926 
Stores operated....... $ 46,504 
eee er 2,266,321,900 
ee 133,430,600 


In 1928, number of units increased 
10.68 per cent over 1927, sales 12.71 per 
cent, and profits 11.12 per cent. 
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While rapid growth will probably 
continue, it will hardly be at the ex- 
pense of progressive independent mer- 
chants if their changing attitude to- 
wards chains can be relied upon. A few 
years ago and continuing even today, 
there were attempts to legislate against 
the chain. However, there is now a 
tendency to recognize the following 
distinct advantages to the independent 
of chain-store competition, according 
to the Bureau of Business and Govern- 
ment Research of the University of 
Colorado. 


(1) Well-known chain stores help to 
bring in trade from the surrounding 


territory, trade in which local 
merchants share. 

(2) The scientific merchandising poli- 
cies followed by chain units give 
the alert merchants something to 
aim at. They can study the policies 
of chains, emulating good points 
and discarding those not applicable. 


(3) The better merchants prefer that 
their competitors have the stability 
which comes from enlightened poli- 
cies and a knowledge of mer- 
chandising. Inefficient competitors 
are recognized as more of a handi- 
cap to competent merchants than 
are well managed and soundly 
financed chain stores. 





Editorial 
The Wholesaler and the Independent Retailer 


The National Wholesale Conference 
was inaugurated under the auspices of 
the Chamber of Commerce of the United 
States, and met at Washington, Feb- 
ruary 14 and 15, 1928. Mr. William M. 
G. Howse, general chairman, in his 
address—stated that this was the first 
time in the history of the United 
States that the wholesalers had been 
brought together to discuss their own 
problems and ‘‘to find how better they 
can keep in tune with the rapidly 
changing events of business of today.” 
Four committees were appointed each 
to make a study of a special field of 
wholesaling: 


1. Wholesalers’ Functions and Ser- 
vices 
2. Economic Factors Affecting 


Wholesaling 


3. Business Analyses 


4. Credits, Sales Terms, and Col- 
lections 


The members of each committee 
worked diligently and four splendid 
reports were reported to the Conference 
which met in the rooms of the Chamber 
of Commerce of the United States, Fri- 
day, April 26, 1929. The reports are 
printed and may be secured by applying 
to the Chamber of Commerce. The re- 
port, “Business Analyses,"’ stands out 
as a real contribution in the field of 
business research. 

The wholesalers are to be congratu- 
lated in taking this initial step to work 
out better scientific methods in whole- 
saling. The Conference did not, never- 
theless, give sufficient emphasis to the 
independent retailer. The wholesaler 
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and the independent retailer are not 
independent factors in the field of dis- 
tribution, but their work is closely 
correlated. They must unite their 
forces in this age of increasing com- 
petition with department and chain 
stores. Mergers and expansions in the 
chain-store system affect wholesalers 
as much as independent retailers. 


According to conservative estimates, 
independent retailers do 61.2 per cent of 
the retail business of this country. 
These merchants furnish the major 
part of the business of the wholesalers. 
What encroaches upon their business 
will encroach also upon the sales 
volume of the wholesalers. The salva- 
tion of the wholesaler is to be found in 
better business methods for the in- 
dependent retailer, business methods 
that will enable him to withstand the 
keener competition of department and 
chain stores. With scientific methods 
of retailing and greater volume in buy- 
ing, the independent merchant has 
little to fear in the future. Let whole- 
saler and retailer unite and together 


the future is assured, whereas if they 
continue as independent factors the 
future will be wrought with hardships 
and failures. 

Some of the more enterprising whole- 
salers realize that their future business 
depends upon selling goods to mer- 
chants who will readily sell the same 
to their customer clientéles. In buying, 
what the customer will buy and be 
satisfied with is of as great interest to 
the wholesaler as to the retailer. Many 
wholesalers offer splendid services to 
retailers but these are little appreciated. 
The average retailer must be sold on the 
need of this closer codperation. The 
selling must be the work largely of the 
more progressive wholesalers. 

May the suggestion be made that 
steps be taken to call, under the auspices 
of the United States Chamber of Com- 
merce, a National Conference of Whole- 
salers and Independent Retailers. The 
purpose would be to discuss their prob- 
lems so that they would be able to 
keep in tune with the new develop- 
ments in the field of distribution. 

N. A. B. 
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